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The Connecticut Conference of Municipalities (CCM) is Connecticut’s statewide association of towns and cities
and the voice of local government - your partners in governing Connecticut. Our members represent 156 towns
and cities and over 95% of Connecticut’s population. We appreciate the opportunity to testify on bills of interest
to towns and cities.

Various Legislative Proposals Re: Connecticut’s Prevailing Wage Mandate

Good evening. My name is Leo Paul, First Selectman from the town of Litchfield. Iam here today on behalf of
CCM, and thank you for this unique opportunity to testify before the Labor Committee regarding the prevailing
wage mandate.

As the Legislature deliberates means of providing serious mandates relief for their partners in local government
— it is imperative that political allegiances are placed aside in order to effect actual relief. Municipal leaders from
both parties are realistic and recognize the political sensitivity of modifying any state mandate. For this reason,
local leaders seek reasonable compromises from increased construction costs known as “prevailing wages”.

Make no mistake, municipal officials want all workers to be paid fair wages but, the out-dated prevailing
wage thresholds that trigger this unfunded state mandate are long overdue for an adjustment. Rather than just
present our concerns with this onerous mandate — we have concrete solutions that, if enacted, would provide
tangible relief to strained local services and our property taxpayers:

<+ Amend §31-53(g) to adjust the thresholds for (i) renovation construction projects, from $100,000 to
$400,000; (i) new construction projects, from $400,000 to $1 million, and (ifi) index for inflation
thereafter,

Reasomn;

Appropriate thresholds for remodeling, refinishing, refurbishing, rehabilitation, alteration -- as well as new
construction -- are essential to allowing municipalities the ability to manage their limited resources. This
proposal to adjust would free-up state and local dollars, jumpstart and expand projects, and protect and create
jobs. The alternative — looming layoffs and shetved projects should not be an option.




Precedent:

The prevailing wage thresholds have not been adjusted since 1991. Prior to 1991, legislators adjusted
prevailing wage thresholds on a six-year schedule:

* 1979-P.A.79-325: set project thresholds at $10,000 for renovations and $50,000 for new construction. '
* 1985 —P.A. 85-355: adjusted thresholds to $50,000 for renovations and $200,000 for new construction.
* 1991 —P.A. 91-74: adjusted thresholds to $100,000 for renovations and $400,000 for new construction,

The resulis of adjusting the thresholds that trigger the prevailing wage — even if only temporary — is a way for
state and local governments to make more efficient investments in infrastructure, while using the same amount
of taxpayers’ money. For example: the state of Michigan suspended its prevailing wage rate law from December
1994 to June 1997. According fo a study, "Prevailing Wages: Costs to State and Local Governments”, conducted
by Frank Gamrat, Ph.D., of the Allegheny Institute for Public Policy, state and local governments in Michigan
spent about $2.51 billion in construction projects in FY 1995, The study assumes a {0% increase in construction
costs as a result of the prevailing wage law, thereby estimating that Michigan saved $251 million in FY 1995.
From December 1994 to June 1997, the period during which the law was suspended, 116 new construction jobs
emerged for every 1,000 jobs overall, a 48% increase over the 30 month period before Michigan’s moratorium.
“In one school renovation project, for example, the winning non-prevailing wage bid was 16 percent less than
the lowest [bid]...”.!

The Public Policy Foundation of West Virginia made similar recommendations based on their analysis of the
prevailing wage state mandate. Submitted by West Virginia University’s Department of Economics - the
reported recommended, among other things, that legislators “create an exemption to the prevailing wage for
schools... The 30 percent (or more), as stated by the school administrations in the “1990 West Virginia Prevailing
Wage Study,” schools must spend to construct facilities results in both fewer new schools and less money to
spend on other areas of education such as teacher salaries, textbooks, supplies, and other educational resources.”?
In fact, just this week — the West Virginia Senate passed legislation that would raise their state threshold
that triggers the prevailing wage mandate.’

Summary:

Attempts to compare Connecticut to the myriad of state prevailing wage laws across the country can be
misleading and not reflective of the totality of the mandate’s impact specific to our state. While it is true that
some states have lower mandated-thresholds than Connecticut — it is also true that some states have higher
mandated-thresholds than Connecticut. For example, Maryland has a higher threshold for new construction
while Indiana, Kentucky, and Maryland have higher thresholds for remodeling projects.’ It is also true
that over one-third of the states do not have any prevailing wage laws at all — including New Hampshire (eight
states have never had such laws — while ten have cither repealed their prevailing wage laws or were deemed
invalid by court order).’

' “Prevailing Wage Laws: Public Interest or Special Interest Legislation?” Cato Journal, Vol. 30, No.1; George C. Leef
2=An Economic Examination of West Virginia’s Prevailing Wage Law,” the Public Policy Foundation of West Virginia. January
2009,

¥ National Institute for Labor Relations Research
4 “The Prevailing Wage,” OLR Research Report 2013-R-0393, 10/21/13.

* Ibid,




Given the above statistics, the fact remains; Connecticut is more dependent on property taxes to fund local
government than any other state in the nation.® The revenue options available to Connecticut’s towns and
cities are considerably limited by state statute when compared to other states. All this means is that, in-terms of
generaling own-source revenue, our hometowns are effectively restricted to just the regressive property tax thus,
creating an “apples to oranges” assessment when examining the feasibility of any state mandate — particularly
prevailing wage -- among other states. In short, Connecticut’s municipalities are handcuffed and cannot
afford to operate under the current out-dated prevailing wage thresholds,

Arguments that the prevailing wage mandate ensures better safety and quality are unsubstantiated. Proponents
of the prevailing wage status quo have failed to submit supporting evidence that private-sector (non-prevailing
wage) structures are less safe or of lower quality than public (prevailing wage) siructures, or that non-union firms
are less capable. In fact, Occupational Safety and Health Administration (OSHA) data shows that “accident rates
did not increase in states that repealed their prevailing wage laws and also that accident rates are in fact
higher in prevailing wage states than in states that never had such a law (Thieblot 1996:1 823)".7 After suspending
the state mandate in Ohio, specific to school construction projects, officials “sought to ascertain whether the
suspension had led to a decrease in work quality. A study by the Ohio Legislative Service Commission (2002:11)
found that 91 pereent of the schiool district officials surveyed stated that there was no change in the quality
of work done while open bidding was allowed; of the remaining 9 percent, only 3 percent said that quality had
fallen while 6 percent said it had improved.”

Simply put, proponents of the status quo cite safety, quality of work, and training as vital components of the
construction industry that would be greatly compromised if adjustments to the thresholds were made in
Connecticut. This argument fails. There is no credible evidence to support the claim that those states without
prevailing wage mandates build sub-quality structures and operate with an inferior-trained workforce than in
states that mandate prevailing (higher) wages.

Given these findings, it is imperative to reiterate that Connccticut local officials merely request adjustments to
the thresholds that trigger the state prevailing wage mandate.

Studies (old and new) draw the same conclusions: prevailing wage mandates inflate project costs.

* A 1995 Connecticut Advisory Commission on Intergovernmental Relations study concluded that
 prevailing wage rates increase construction costs to towns and cities upwards of 21% annually;

* A 1996 Legislative Program Review and Investigations report pegged the increase in costs caused by the
prevailing wage mandate at around 4 to 7%; '

e The Wharton School of Business has reported the figure fo be upwards to 30%;

e In December 2001, the Kentucky Legislative Research Commission determined that the prevailing wage
mandate resulted in a 24% increase in the wage cost of state and local projects;

* The 2009 Public Policy Foundation of West Virginia released a study which concluded that West
Virginia’s average state prevailing wage rate is at least 49%, and as high as 74% above the state’s true
market prevailing wage, stating that as many as 1,500 more jobs could have been created if the state
mandate were repealed or amended.

¢ Based on data from the U.S, Census Bureau and Tax Foundation,
7 “prevailing Wage Laws: Public Interest or Special Interest Legislation?” Cato Journal, Vol. 30, No.1; George C. Leef
¥ Thid.




A 2012 comprehensive study on the topic, conducted by Columbia University’s Center for Urban Real Estate,
recommend, among other things:

“Under Governor Andrew Cuomo’s NY Works capital plan, 45 agencies and authorities will spend some $16
biflion annually rebuilding New York’s infrastructure, Of that, some $6 billion will be spent on labor, much of it
at artificially high prevailing wages misallocating some $2-3 billion which could productively be used to
employ more workers and rebuild more infrastructure. These billions would be more equitably spent hiring
additional workers, which would result in getting more projects moving and far more of New York rebuilt
[emphasis added].”®

Regardless of the era certain studies are conducted, and their varying estimated percentage cost increases -- there
is no dispute that the prevailing wage mandate forces municipalities and the State to pay millions of extra
dollars every year for public works projects. Precious state and local tax dollars are squandered. Worthy
projects such as school construction, highway and bridge repairs are left undone,

The reward for the State as a whole greatly outweighs any possible impact on special interests. Others agree: in
2006, the state Department of Public Works testified before the General Assembly’s Labor & Public Employees |
Committee that it “makes sense to raise the thresholds” and that the State could actually save money by being
able to get more construction work accomplished while using the same amount of funds.” The Hartford Courant
later concurred, stating that “Raising the threshold will at least bring the state a little closer to the 21 century,”!

Local officials seck the political fortitude necessary to effect change. Don’t repeal the prevailing wage
mandate in Connecticut — simply update it by adjusting the thresholds as recommended above. This
recommendation is a sensible compromise, and the right thing to do.

#tH

If you have any questions, please contact Bob Labanara, State Relations Manager, CCM at rlabanaraiicem-ct.org
or (203) 498-3000.

& “The Complex World of New York Prevaifing Wage”. Vishaan Chakrabarti, ATA & Jesse M. Keenan; June 5, 2012, Columbia
University, Center for Urban Real Estate,
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10 “Update Prevailing Wage Law”, Hartford Courant Editorial, page A10. May 2, 2007




